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DEPARTMENT  OF  LABOR 

Pension  and  Welfare  Benefit  Programs 

[29  CFR  Parts  2520  and  2560] 

Limited  Relief  From  Reporting, 
Disclosure,  and  Claims  Procedure 
Requiremente  With  Respect  to  Welfare 
Plans  Offering  Membership  in  a 
Qualified  Health  Maintenance 
Organization  as  a  Benefit 

agency:  Department  of  Labor. 
action:  Proposed  rulemaking. 

summary:  This  document  sets  forth 
proposed  regiilations  which  would 
provide  limited  relief  from  certain  of  the 
reporting,  disclosure,  and  claims 
procedure  requirements  of  the  Employee 
Retirement  Income  Security  Act  of  1974 
(ERISA)  with  respect  to  employee 
welfare  benefit  plans  imder  wUch  an 
available  benefit  is  membership  in  a 
health  maintenance  organization- 
qualified  under  Title  Xin  of  the  Public 
Health  Services  Act,  “Health 
Maintenance  Organizations”,  42  U.S.C. 
300e  et  seq.  (HMO  Act).  The  proposed 
regulations  are  designed  to  avoid 
duplicative  or  otherwise  unnecessary 
requirements  which  might  result  fix)m 
the  interaction  of  ERISA  and  the  HMO 
Act  The  proposed  regulations,  if 
adopted,  could  affect  participants, 
beneficiaries,  and  administrators  of 
employee  welfare  benefit  plans. 

OATES:  Comments  concerning  the 
proposed  regxilations  must  be  submitted 
on  or  before  August  21, 1979. 

ADDRESSES:  Interested  persons  are 
invited  to  submit  written  data,  views,  or 
arguments  concerning  the  proposed 
regidations  to  “Health  Maintenance 
Organizations,”  Room  N-4508,  Office  of 
Reporting  and  Plan  Standards,  Pension 
and  Welfare  Benefit  Programs,  U.S. 
Department  of  Labor,  200  Constitution 
Avenue,  NW.,  Washington,  D.C.  20216, 
on  or  before  the  date  indicated  above. 
All  such  submissions  will  be  open  to 
public  inspection  in  the  Public 
Documents  Room,  Pension  and  Welfare 
Benefit  Programs,  Room  N-4677, 200 
Constitution  Avenue,  NW.,  Washington, 
D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 

Robert  Doyle,  Office  of  Reporting  and 
Plan  Standards,  Pension  and  Welfare 
Benefit  Programs,  U.S.  Department  of 
Labor,  Washington,  D.C.  20216,  (202) 
523-7901.  This  is  not  a  toll-free  number. 

SUPPLEMENTARY  INFORMATION:  Section 
1310  of  the  HMO  Act  requires  that 
certain  employers  which  offer  health 


benefits  plans  *  to  their  employees  make 
available,  as  a  benefit  under  those 
plans,  membership  in  a  health 
maintenance  organization  which  is 
qualified  under  the  HMO  Act.*  As  the 
Department  of  Labor  (Department)  has 
reviously  indicated,  *  such  qualified 
ealth  maintenance  organizations 
(QHMOs)  would  not  ordinarily  be  a 
plan  under  ERISA  under  such 
circumstances,  but  instead  would  be  a 
benefit  under  an  ERISA  plan.  *  Under 
ERISA  and  the  Department’s  regulations 
thereunder,  certain  information  relating 
to  QHMOs  which  are  available  as  a 
benefit  under  a  plan,  like  information 
relating  to  other  benefits  available 
imder  a  plan,  must  be  disclosed  to  plan 
participants  and  beneficiaries. 
Furthermore,  certain  procedures  must  be 
established  with  regard  to  the  making  of 
claims  for  benefits  and  the  review  of 
any  denials  of  such  claims.  It  appears  to 
the  Department  that,  in  view  of  tfie 
requirements  of  the  HMO  Act  and 
relations  of  HEW  thereimder,  some  of 
these  requirements  might  be 
inappropriate  with  respect  to  plan 
benefits  which  are  provided  through 
membership  in  QHMO’s.  Accordingly, 
the  Department  is  proposing  certain 
limited  exemptions  and  other  relief  in 
these  areas,  addition,  the  Department 
is  proposing  to  amend  certain  existing 
exemptions  from  the  reporting  and 
disclosure  requirements  of  ERISA  so  as 
to  make  clear  that  those  exemptions 
apply  to  the  extent  that  plans  offer 
benefits  through  QHMOs.  The  specific 
regulations  being  proposed  herein  are 
discussed  below. 

Reporting  and  Disclosure 

Information  relating  to  benefits 
available  under  employee  benefit  plans 
must  be  disclosed  in  the  plan 
description,*  the  summary  plan 
description  (SPD),*  the  plan's  annual 
report,  J  and  the  plan's  summary  annual 
report*  In  the  case  of  one  of  these 


'  A  “health  benehU  plan."  ai  defined  in 
regulationa  of  the  Department  of  Health.  Education, 
and  Welfare  (HEW)  under  the  HMO  Act,  comet 
within  the  definition  of  “employee  welfare  benefit 
plan"  under  section  3(1)  of  ERISA.  See  42  CFR 
110.801(h). 

*In  order  for  a  health  maintenance  oiganization 
to  be  qualified  under  the  HMO  Act  the  Department 
of  Heidth.  Education,  and  Welfare  must  be  satisfied 
that  the  health  maintenance  organization  will  be 
operated  in  accordance  with  various  provisions  of 
the  HMO  Act  relating  to  fiscal  soundness,  nature  of 
services,  and  other  matters.  See  sections  1301  and 
1310  of  the  HMO  Act 

*News  release  USDL-78-188,  March  la  1978. 

*See  also  Hewlett-Packard,  Co.,  et  aL  v,  Barnes, 
571 F.  2d  502, 504  (9th  Cir.,  1978). 

*29  CFR  2520.102-1. 

*29  CFR  2520.102-3. 

*29  CFR  2520.103-1. 

*29CFR2520.104b-ia 


documents,  the  SPD,  it  appears  that 
some  of  the  information  which  plan 
administrators  are  required  under 
ERISA  to  report  to  participants  and 
beneficiaries  where  membership  in  a 
QHMO  is  offered  under  a  plan  is 
duplicative  of  information  which  the 
QHMO  itself  is  required  to  supply  to 
such  individuals  under  the  HMO  Act.  In 
order  to  eliminate  unnecessary  burdens 
which  might  result  fi^m  such  duplicative 
requirements,  the  Department  is 
proposing  to  add  a  new  section  102-5  to 
its  reporting  and  disclosure  requlations. 
The  proposed  regulation  would  provide 
a  limited  exemption  fitim  certain  of  the 
SPD  requirements  to  the  extent  that 
plans’  benefits  consist  wholly  or  partly 
of  memberships  in  QHMOs,  provided 
the  conditions  of  the  regulation  were 
met 

Specifically,  the  SPD  of  such  a  plan 
would  not  have  to  include,  with  respect 
to  QHMOs.  the  information  described  in 
paragraphs  G)(2),  (1),  and  (s)  of  29  CFR 
2520.102-3,  relating  to  the  nature  of 
benefits,  the  conditions  pertaining  to 
eligibili^  for  benefits,  procedures  for 
making  daims  for  benefits, 
circumstances  under  which  benefits 
might  be  denied,  and  procedures  for 
obtaining  review  of  a  denial  of  benefits. 
However,  these  items  could  be  omitted 
from  the  SPD  only  if  the  SPD  contained 
a  notice  making  clear  that  benefits 
under  the  plan  were  available  through 
one  or  more  QHMOs,  and  that 
descriptive  materials  would  be  supplied 
by  each  such  QHMO  upon  request.* By 
notice  appearing  in  this  issue  of  the 
Federal  Register,  HEW  proposes  to 
amend  its  regulations  under  the  HMO 
Act  so  as  to  require  that  QHMOs  whose 
services  are  made  available  as  benefits 
under  plans  prepare  such  materials,  and 
supply  them  to  plan  participants  and 
beneficiaries  upon  request.** 

The  proposed  regulation  also  provides 
that  an  SPD  may  omit  the  identity  of 
specific  QHMOs  through  which  benefits 
are  available.**  However,  plan 
administrators  would  have  to  furnish 
this  information  separately  to 
participants  and  beneficiaries.  Since  the 
identity  of  available  QHMOs  might 


'Under  the  proposed  regulation,  partidpanta  and 
benefidaries  could  request  the  materials  either 
directly  from  the  QHMO  or  through  the  plan 
administrator. 

**Under  existing  regulations  of  HEW,  QHMOs 
must  make  full  and  fair  disdosure  of  their  benefits, 
grievance  procedures,  and  other  matters.  42  CFR 
i  110.106(c].  However,  there  is  no  spedfic 
requirement  that  this  disdosure  contain  the  type  of 
information  required  in  on  SPD.  nor  is  there  any 
specific  requirement  tk^t  it  tw  presented  in  written 
form  and  supplied  to  individuals  upon  request 
"  Hie  identity  of  such  QHMOs  would  otherwise 
be  required  to  induded  in  the  SPD  under 
paragraph  (g)  of  29  CFR  1 2520.102-3. 
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change  with  some  frequency, 
particularly  in  the  case  of  a  plan  which 
covers  participants  and  beneficiaries  in 
a  number  of  locales,  it  would  seem 
useful  to  participants  for  plan 
administrators  to  furnish  such 
information  as  described  above,  rather 
than  for  such  information  to  be 
furnished  as  part  of  the  SPD. 

It  should  be  emphasized  that  the 
proposed  regulation,  if  adopted,  would 
not  relieve  plan  administrators  of  any  of 
the  SPD  requirements  with  respect  to 
^  plan  benefits  other  than  QHMOs.** 

The  Department’s  existing  regulations 
contain,  in  29  CFR  2520.104-20  and  104- 
44,  exemptions  from  various  of  the 
reporting  and  disclosure  requirements 
with  respect  to  plans  which,  in  addition 
to  meeting  other  requirements,  provide 
benefits  exclusively  or  partly  "through 
insurance  contracts  or  policies  issued  by 
an  insurance  company  or  similar 
organization  whidi  is  qualified  to  do 
business  in  any  State.”  The  Department 
has  previously  indicated  its  view  that  a 
health  maintenance  organization  is  an 
organization  “similar"  to  an  insurance 
company  within  the  meaning  of  that 
phrase.  **  However,  there  might  be  some 
question  as  to  whether  a  health 
maintenance  organization  which  is 
qualified  under  the  HMO  Act  would  be 
"qualified  to  do  business  in  any  State.” 
In  the  view  of  the  Department,  where 
plan  benefits  are  provided  through  a 
QHMO  the  existing  exemptions  noted 
above  should  be  available  to  the  same 
extent  as  they  would  be  if  those  benefits 
were  instead  provided  through  an 
insurance  company,  regardless  whether 
the  QHMO  happens  to  be  located  in  a 
state  whose  law  provides  for  specific 
qualification  of  health  maintenance 
organizations.  Accordingly,  the 
Department  is  proposing  to  amend 
relations  29  CFR  2520.104-20  and  104- 
44  so  as  to  eliminate  any  doubt 
concerning  this  matter. 

Claims  Procedures 

Under  section  503  of  ERISA  and  the 
Department’s  regulation  29  CFR 
S  2560.503-1  thereunder,  employee 
benefit  plans  are  required  to  establish 
and  maintain  specified  types  of 
procedures  concerning,  among  other 
things,  the  making  of  daims  for  benefits 
by  participants  and  beneficiaries,  and 
review  by  a  named  fiduciary  of  any 
claims  which  are  denied.  Somewhat 


'*Thu«,  the  exemptions  provided  in  this 
regulation  would  not  be  available  with  respect  to 
benefits  offered  throu^  life  insurance  contracts, 
health  maintenance  organizations  which  were  not 
qualiHed  under  the  HMO  Act  or  through  any  other 
mechanism  which  was  not  a  QHMO. 

**800 1977  liMtructions  for  Form  5500.  page  1. 
paragraph  E 


similar  requirements  must  be  met  by 
QHMOs  under  section  1301  of  the  HMO 
Act  and  regulations  of  HEW 
thereimder.^^The  Department  believes 
that  the  procedures  which  QHMOs  are 
required  to  establish  relating  to 
grievances  would  provide  sufficient 
protection  to  participants  to  satisfy  the 
requirements  of  section  503  of  ERISA 
with  respect  to  plan  benefits  which  are 
provided  throu^  QHMOs.  and  that  it  is 
generally  unnecessary  for  plans  to 
establish  their  own  claims  procedures 
with  regard  to  such  benefits. 
Accontogly,  the  Department  is 
proposing  to  amend  29  CFR  2560.503-1 
to  provide  that  grievance  procedures 
established  by  QHMOs  pursuant  to  the 
HMO  Act  Sind  regulations  of  HEW 
thereunder  will  satisfy  the  requirments 
of  section  503  of  ERISA  with  respect  to 
plan  benefits  which  are  provided 
through  QHMOs.** 

Finally,  the  proposed  regulations 
would  make  certain  minor  editorial 
amendments  to  29  CFR  2520.104-44  and 
2560.503-1. 

These  proposed  regulations  have  been 
classified  as  "significant  regulations” 
because  of  the  considerable  public 
interest  in  reducing  the  reporting  and 
disclosure  obligations  of  employee 
benefit  plans  under  ERISA.  See  44  FR 
5576  (January  26. 1979). 

Statutory  Authority 

The  proposed  regulations  set  forth 
below  are  issued  under  the  authority  of 
sections  104, 109,  503,  and  505  of  ERISA 
(29  U.S.C.  s§  1024. 1029, 1133,  and  1135). 

In  consideration  of  the  matters 
discussed  above,  it  is  proposed  to 
amend  Parts  2520  and  2560  of  Chapter 
XXV  of  Title  29  of  the  Code  of  Federal 
Regulations  as  follows: 

PART  2520— RULES  AND 
REGULATIONS  FOR  REPORTING  AND 
DISCLOSURE 

1.  Add  a  new  §  2520.102-5,  to  provide 
as  follows: 


'*42  CFR  110.108(i).  Under  section  1301  of  the 
HMO  Act  health  maintenance  organizations  must 
“be  organized  in  such  a  manner  that  provides 
meaningful  procedures  for  hearing  and  resolving 
grievances  between  the  health  maintenance 
organization  *  *  *  and  the  members  of  the 
organization”. 

"However,  if  a  plan  provided  benefits  partly 
through  one  or  more  QHMOs  and  partly  by  other 
means,  the  claims  procure  requirements  of  ERISA 
would  apply  with  regard  to  those  benefits  not 
provided  through  a  QHMO.  Furthermore,  a  plan 
would  have  to  have  its  own  claims  procedures  with 
respect  to  the  question  of  whether  a  participant  was 
entitled  to  membership  in  a  QHMO  as  a  benefit 
under  the  plan.  The  QHMO’s  claims  procedures 
would  satisfy  the  requirements  of  se^on  503  of 
ERISA  only  with  respect  to  questions  regarding  the 
benefits  which  the  QHMO  was  required  to  provide 
to  plan  participants  who  had  become  memt^rs. 


S  2520.102-5  Lhnttad  MMiHition  with 
raspuct  to  Mimmary  plan  dascriptions  of 
woHara  plana  providing  banafita  through  a 
qualifiad  haalth  maintananca  organization. 

(a)  The  summary  plan  description  of 
an  employee  welfare  benefit  plan  under 
which  some  or  all  benefits  are  provided 
through  membership  in  one  or  more 
qualified  health  maintenance 
organizations,  as  defined  in  section 
1310(d)  of  the  Public  Health  Services 
Act,  as  amended,  42  U.S.C.  300e-9(d). 
shall  not  be  required  to  include,  with 
respect  to  any  such  qualified  health 
maintenance  organization,  the 
information  described  in  sections  102- 
3(j)(2).  102-6(1),  102-3(q)  and  102-3(s)  of 
this  Part  2520,  provided  that 

(1)  Such  siunmary  plan  description 
contains  a  notice  of  tiie  type  described 
in  paragraph  (b)  of  this  section; 

(2)  Any  request  made  in  the  manner 
des(^bed  in  paragraph  (b)(4)  of  this 
section  is  transmitted  promptly  by  the 
plan  administrator  to  any  such 
organization  in  which  the  person  making 
the  request  is  eligible  for  membership  as 
a  benefit  under  the  plan;  and 

(3)  The  plan  administrator  furnishes, 
in  the  manner  described  in  section  104b- 
1  of  this  Part  2520,  to  each  person  to 
whom  such  summary  plan  description  is 
furnished,  the  identity  of  all  such 
qualified  health  maintenance 
organizations  in  which  such  person  is 
eligible  for  membership  as  a  benefit 
under  the  plan,  either  at  the  time  such 
summary  plan  description  is  furnished 
or  within  30  days  after  8^011  information 
is  made  available  to  the  plan 
administrator. 

(b)  The  notice  referred  to  in  paragraph 
(a)  of  this  section  shall  indicate: 

(1)  The  availability  of  membership  in 
one  or  more  qualified  health 
maintenance  organizations  as  defined  in 
section  1310(d)  of  the  Public  Health 
Services  Act,  as  amended,  42  U.S.C. 
300e-0(d),  as  a  benefit  under  the  plan; 

(2)  Whether  such  membership  is  made 
available  as  the  sole  benefit  under  the 
plan,  in  addition  to  one  or  more  other 
benefits,  or  as  an  alternative  to  one  or 
more  other  benefits; 

(3)  ’That  each  such  organization  in 
which  membership  is  available  to  the 
participant  or  beneficiary  will  supply  to 
him,  upon  request,  written  materials 
concerning  (i)  the  nature  of  services 
provided  to  members;  (ii)  conditions 
pertaining  to  eligibility  to  receive  such 
services,  including  circumstances  under 
which  services  may  be  denied;  and  (iii) 
the  procedures  to  be  followed  in 
obtaining  such  services,  and  the 
procedures  available  for  the  review  of 
claims  for  services  which  are  denied  in 
whole  or  in  part;  and 
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(4)  That  requests  for  the  materials 
described  in  paragraph  (b)(3)  of  this 
section  may  be  addressed  to  the  plan 
administrator. 

2.  Amend  S  2520.104-20  by  amending 
paragraph  (b)(2)(ii)  thereof  to  read  as 
follows: 

fi  2520.104-20  Limited  exemption  for 
certain  smaii  weK  are  pians. 

«  ft  *  •  • 

(b)*  *  * 

ft  ft  ft  ft  ft 

(2)*  •  * 

(ii)  the  benefits  of  which  are  provided 
(exclusively  through  insurance  contracts 
or  policies  issued  by  an  instance 
company  or  similar  organization  which 
is  qualified  to  do  business  in  any  State 
or  through  a  qualified  health 
maintenance  organization  as  defined  in 
section  1310(d)  of  the  Public  Health 
Services  Act,  as  amended.  42  U.S.C. 
300e-9(d),  the  premiiuns  for  which  are 
paid  directly  by  the  employer  or 
employee  organization  from  its  general 
assets  or  partly  from  its  general  assets 
and  partly  from  contributions  by  its 
employees  or  members.  Provided,  that 
contributions  by  participants  are 
forwarded  by  the  employer  or  employee 
organization  within  three  months  of 
receipt,  or 

*****  V 

3.  Amend  §  2520.104-44  by  amending 
paragraph  (b)(l)(ii)  thereof  to  read  as 
follows: 

S  2520.104-44  Limited  exemption  and 
aitemative  method  of  compliance  for 
annuai  reporting  by  unfunded  piana  and  by 
certain  insured  plans. 

ft  ft  ft  ft  ft 

Application.  *  •  * 

(1)  *  *  * 

ft  ft  ft  *  * 

(ii)  The  benefits  of  which  are  provided 
exclusively  through  insurance  contracts 
or  policies  issued  by  an  insurance 
company  or  similar  organization  which 
is  qualified  to  do  business  in  any  State 
or  through  a  qualified  health 
maintenance  organization  as  defined  in 
section  1310(d)  of  the  Public  Health 
Services  Act,  as  amended,  42  U.S.C. 
300e-0(d).  the  premiums  for  which  are 
paid  directly  by  the  employer  or 
employee  organization  from  its  general 
assets  or  pa^y  from  its  general  assets 
and  partly  from  contributions  by  its 
employees  or  members,  provided  that 
any  plan  assets  held  by  such  an 
insurance  company  are  held  solely  in 
the  general  account  of  such  company, 
contributions  by  participants  are 
forwarded  by  the  employer  or  employee 
organization  within  three  months  of 
receipt  and.  in  the  case  of  a  plan  that 


provides  for  the  return  of  refunds  to 
contributing  participants,  such  refunds 
are  returned  to  them  within  three 
months  of  receipt  by  the  employer  or 
employee  organization,  or 

ft  ft  ft  ft  ft 

PART  2560— RULES  AND 
REGULATIONS  FOR  ADMINISTRATION 
AND  ENFORCEMENT 

4.  Amend  S  2560.503-1  by  revising 
paragraph  (bl(l)(i)  thereof  and  adding 
thereto  a  new  paragraph  (j),  to  read  as 
follows: 

§  2560.503-1  Claims  procedure. 

ft  ft  ft  ft  ft 

(b)  Obligation  to  establish  •  *  * 

(D*  *  * 

(i)  Complies  with  the  provisions  of 
paragraphs  (d)  through  (h)  of  this 
section,  except  to  the  extent  that  it  is 
deemed  to  comply  with  some  or  all  of 
such  provisions  under  the  authority  of 
paragraph  (b)(2)  or  paragraph  (j)  of  this 
section. 

ft  ft  ft  ft  ft 

(j)  Qualified  Health  Maintenance 
Organizations.  Claims  procedures  with 
respect  to  any  benefits  provided  through 
membership  in  a  qualified  health 
maintenance  organization,  as  defined  in 
section  1310(d)  of  the  Public  Health 
Services  Act,  as  amended.  42  U.S.C. 
300e-9(d)r  established  by  such  qualified 
health  maintenance  organization  in 
conformity  with  the  requirements  of 
section  1301  of  the  Public  Health 
Services  Act,  as  amended.  42  U.S.C. 
300e,  and  the  regulations  thereunder 
shall  be  deemed  to  satisfy  the 
requirements  of  section  503  of  the  Act 
and  of  this  section  with  respect  to  the 
provision  of  such  benefits  to  persons 
who  are  members  of  such  qualified 
health  maintenance  organization. 

Signed  at  Washington.  D.C.,  this  8th  day  of 
June,  1979. 

Ian  D.  Lanoff, 

Administrator,  Pension  and  Welfare  Benefit 
Programs,  Labor-Management  ^rvices 
Administration. 
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DEPARTMENT  OF  HEALTH. 
EDUCATION.  AND  WELFARE 

Public  Health  Service 

[42  CFR  Part  110] 

Health  Maintenance  Organizations; 
Requirements 

agency:  Public  Health  Service.  HEW. 


action:  Notice  of  proposed  rulemaking. 

summary:  This  notice  sets  forth 
proposed  amendments  to  the 
requirements  for  the  operation  of  health 
maintenance  organizations  (HMOs). 
These  requirements  relate  to  the  ’ 
disclosure  of  information  by  HMOs  to 
members,  potential  members,  and 
employers.  These  amendments  are 
proposed  to  coordinate  with 
requirements  under  the  Employee 
Retirement  Income  Seciuity  Act  of  1974 
(ERISA).  Interested  parties  are  invited  to 
submit  written  comments  and 
suggestions  concerning  the  proposed 
amendments. 

DATE:  Conunents  must  be  received  by 
August  21. 1979. 

ADDRESSES:  Written  comments  should 
be  sent  to  the  Director,  Office  of  Health 
Maintenance  Organizations,  Ofiice  of 
the  Assistant  Secretary  for  Health,  Park 
Building,  3rd  Floor,  12420  Parklawn 
Drive.  Rockville,  Maryland  20857.  The 
comments  will  be  available  for  public 
inspection  and  copying  at  the  above 
address  between  the  hours  of  8:30  a.m. 
and  5:00  p.m.,  Monday  through  Friday, 
except  for  Federal  holidays. 

FOR  FURTHER  INFORMATION  CONTACT: 

Howard  R.  Veit,  Director,  Office  of 
Health  Maintenance  Organizations, 

Park  Building.  3rd  Floor,  12420  Parklawn 
Drive,  Rockville,  Maryland  20857, 301/ 
443-4106. 

SUPPLEMENTARY  INFORMATION:  42  CFR 

110.108(c)  requires  that  HMOs  qualified 
imder  Title  }QII  of  the  Public  Health 
Service  Act  offer  enrollment  to  various 
categories  of  persons  residing  in  their 
service  areas,  and  that  they  do  so  after 
“full  and  fair  disclosure”  of  certain 
aspects  of  their  organization  and 
operation.  It  is  proposed  that  the 
disclosure  provisions  of  $  110.108(c)  be 
amended  to  include  certain  of  the  basic 
disclosure  items  and  information 
required  by  the  Department  of  Labor  in 
its  implementation  of  the  Employee 
Retirement  Income  Security  Act  of  1974 
(“ERISA").  Section  110.108(c)  would  also 
be  expanded  to  include  information  on 
the  financial  condition  of  HMOs.  The 
proposed  amendment  to  the  “full  and 
fair  disclosure”  requirements  of 
S  110.108(c)  also  provides  that  the 
written  descriptions  required  of  HMOs 
are  to  be  written  so  that  they  can  be 
easily  understood  by  the  average  person 
considering  enrollment  in  an  HMO. 

In  addition,  a  new  paragraph  (s)  is 
proposed  to  be  added  to  { 110.108.  This 
paragraph  would  require  that  a  qualified 
HMO  provide  to  eadi  employer  or 
designee  offering  the  HMO  option  to  its 
employees  those  informational  materials 
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which  it  requests  and  which  are 
necessary  to  satisfy  its  reporting  and 
disclosure  obligations  under  ERISA 
insofar  as  that  HMO  is  concerned. 

These  proposed  regulations  are  being 
published  simultaneously  with  proposed 
regulations  issued  by  the  Department  of 
Labor  which  would,  among  other  things, 
provide  certain  exemptions  from  the 
disclosure  requirements  of  ERISA  (see 
29  CFR  2520.102-3).  If  both  the 
regulations  proposed  by  the  Department 
of  Health,  location,  and  Welfare  and 
those  proposed  by  the  Department  of 
Labor  are  adopted,  certain  of  the 
information  supplied  by  HMDs  under 
the  HEW  regulations  will  in  effect  serve 
as  a  substitute  for  information  which 
ERISA  would  otherwise  require  to  be 
supplied  by  administrators  of  employee 
benefit  plans  under  which  membership 
in  a  qualified  HMO  is  an  available 
benefit.  Specifically,  a  substantial 
portion  of  the  materials  which  would  be 
required  to  be  submitted  in  the  summary 
plan  description  required  by  section  102 
of  ERISA  could  be  omitted.  The 
Department  of  Labor’s  proposed 
regulations  would  also  make  clear  that 
plans  would  not  be  required  to  have 
claims  procedures  duplicating  those 
established  by  qualified  HMOs. 

The  Assistant  Secretary  for  Health  of 
the  Department  of  Health.  Education, 
and  Welfare,  with  the  approval  of  the 
Secretary  of  Health.  Education,  and 
Welfare,  proposes  to  revise  42  CFR 
•  §110.108  as  set  forth  below. 

Dated:  May  10, 1979. 

CHiaries  Miller, 

Acting  Assistant  Secretary  for  Health. 

Approved:  May  24, 1978. 

Joseph  A  Califano,  Jr., 

Secretary. 

(Sec.  215, 58  Stat.  600  (42  U.S.C.  216):  secs. 
1301-1318,  as  amended,  92  Stat.  2131-2141  (42 
U.S.C.  300e-300e-17)) 

PART  IIO—HEALTH  MAINTENANCE 
ORGANIZATIONS 

1.  In  §  110.108.  paragraph  (c)  is  revised 
and  a  new  paragraph  (5)  is  added  to 
read  as  follows: 

§  1 10.108  Organization  and  operation. 
***** 

(c)(1)  Full  and  fair  disclosure.  Prepare 
a  written  description  of  its  benefits 
(including  limitations  and  exclusions), 
coverage  (including  a  statement  of 
conditions  on  eligibility  for  benefits), 
procedures  to  be  followed  in  obtaining 
benefits,  circiunstances  under  which 
benefits  may  be  denied,  rates,  grievance 
procedures,  service  area,  location,  hours 
of  service,  and  a  general  description  of 
participating  providers  and  the  financial 


condition  of  the  HMO.  This  description 
shall  be  written  so  that  it  can  be  easily 
understood  by  the  average  person  who 
might  enroll  in  the  HMO.  The 
description  of  coverage  and  benefits 
may  be  in  general  terms  if  reference  is 
made  to  a  detailed  statement  of 
coverage  and  benefits  which  is  available 
without  cost  to  any  person  to  whom  the 
opportunity  for  enrollment  in  the  HMO 
is  offered  or  who  has  enrolled  in  the 
HMO.  Upon  request  made  directly  to  the 
HMO  or  to  the  plan  administrator  (as 
that  term  is  defined  under  the  Employee 
Retirement  Income  Seciirity  Act  of  1974, 
“ERISA”)  of  a  health  benefits  plan 
which  includes  the  HMO  option,  the 
HMO  shall  provide  the  description  to 
any  person  who  is  a  participant  or 
beneficiary  of  the  plan  and  who  is 
eligible  to  elect  the  HMO  option. 

(2)  Broadly  representative  enrollment. 
After  providing  the  written  description 
referred  to  in  paragraph  (c)(1)  of  this 
section,  offer  enrollment  to  persons  who 
are  broadly  representative  of  the 
various  age,  social,  and  income  groups 
within  its  service  area.  In  the  case  of  an 
HMO  which  has  a  medically 
underserved  population  located  in  its 
service  area,  not  more  than  75  percent  of 
the  HMO  members  may  be  enrolled 
from  the  medically  underserved 
population  unless  the  area  in  which  that 
population  resides  is  also  a  rural  area. 
***** 

(s)  Reporting  and  Disclosure  under 
E^SA.  Provide  each  employer  or 
designee  (as  those  terms  are  defined  in 
§  110.801  of  this  Part)  or  plan 
adminstrator  (as  that  term  is  defined 
under  the  Employee  Retirement  Income 
Security  Act  of  1974,  “ERISA”)  including 
the  HMO  option  in  its  employees'  health 
benefits  plan,  upon  request,  the 
information  which  is  necessary  to 
satisfy  its  reporting  and  disclosiure 
obligations  under  ERISA  insofar  as  that 
HMO  is  involved. 
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